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BUSINESS COMPETITION, BUSINESS SIZE 
AND ECONOMIC PERFORMANCE 
Theodore Marburg * 


In a recent editorial lamenting the Justice Department's petition 
in the Pabst-Blatz case, the Wall Street Journal pointed out that this 
petition charged combined sales were topped by only four other brew- 
ers. Further, it continued: 





. We'd like to know whether the preservation of 
national competition in the beer business - the reason 
the government gave for filing the suit - is better 
promoted by having fewer or more big companies... 
For many years now government policy has been to 
prevent big companies from getting bigger on the 
false assumption that anything that's big has got to be 
bad... (which assumption has led to the belief) that the 
quickest way to keep down badness is to keep business 
little even if it finally puts the economy over a barrel. 


Any meaningful assessthent and judgment concerning the wisdom 
of antitrust legislation must necessarily, as is so clearly implied in 
this editorial, rest in part on the economic consequences of enforcement, 
on whether or not the action “puts the economy over a barrel." The 
enactment of the Sherman Act of 1890, the Clayton Act of 1914 and 
later amendments rested on a series of implicit premises as to the 
role and nature of competition in a business economy. 


A look at these premises, and their influence on legislation and 
on the formulation of enforcement policy and court interpretation, may 
be of value. In conclusion, we may inquire as to testing the premises. 


A major premise widely accepted in the United States was that, 
in a general way, competitive structure and conduct were likely to be as- 
sociated with satisfactory performance in economizing scarce resources. 
Competitive structure has generally been assumed to prevail where there 
were large numbers, and an absence of large firm dominance. Com- 
petitive conduct has generally been assumed to prevail where the firm 





* Dr. Marburg is Professor of Economics at Marquette University. He 
was a member of the Ford Foundation Summer Session at the University 
of Minnesota in 1958, which gave rise to this article, the first of two 
which will constitute a compararive study of business size, competition, 
and economic performance. Part Il, which will appear in a later issue 
of the Marquette Business REVIEW, will deal with business size, com- 
petition and economic performance in Germany, with particular reference 
to the 1957 Law Against Restraints of Competition. 








acted independently, had little or no discretion in deciding what price 
should be charged, and thus, charged a price set by impersonal forces 
of the market. Satisfactory performance has, in the past, generally 
been judged on the basis of whether it appeared that firms were pro- 
ducing products at a rate which permitted them to use equipment and 
resources effectively; in economics it has been assumed that a firm 
competing under pure competition would increase output if the cost per 
unit of extending output were less than the price, if MC <P. This 
maximized profit and was socially beneficial, and thus provided a ra- 
tionale for developing policy avoiding direct government interference 
in the pricing or production process. Much of economic analysis 
stemmed from postulates of this sort and dealt with the so-called 
unconscious or non-deliberate cooperation achieved through the market. 


The premises as to the relation between economic structure and 
behavior that have prevailed in the United States stand out by contrast 
with those accepted inGermany. The government cartel policy of pre- 
war Germany rested on the economic premise that organized market 
control coordinating the action of independent firms would contribute 
constructively to performance in economizing as well as in stabilizing 
the economy. Mergers, furthermore, were regarded by economists as 
likely to contribute to economies of large scale and to new product 
development. Since the second World War Germany passed a new law 
which prohibits cartels, except under special conditions and for limited 
periods; it requires formal reporting of mergers in which the combined 
production will amount to as much as twenty per cent of the relevant 
market but does not prohibit such merger. The rationale for this re- 
cent law in Germany was provided by the so-called neo-liberal school 
of thought, which held to the premise that competition could serve as 
a constructive force in business if it took place within an appropriate 
organizational framework. These contrasting premises of German 
economists will be cited in this article as they illuminate something 
of the thinking in this country. A later article in this Review will be 
devoted expressly to the pertinent economics developed in Germany. 


ese eke HE 


The antitrust legislation in this country that is of chief pertinence 
in this inquiry is the Sherman Act of 1890 which prohibited in Section I 
every “contract, combination ...or conspiracy in restraint of trade''and 
in Section II declared it an offense to "monopolize, or attempt to 
monopolize, or combine or conspire...to monopolize... trade or com- 
merce..." The Clayton Act of 1914 is also pertinent. Section VII of 
that act prohibited intercorporate stock acquisition where the effect might 
be to “substantially lessen competition."' Section VII was amended in 
1950 to prohibit intercorporate acquisition of stock or assets "where 
in any line of commerce in any section of the country, the effect of 
such acquisition may be to substantially lessen competition. " 


The enactment of the Sherman Antitrust Act in 1890 took place 
during a period when many of the states, especially those in the midwest 














were also passing such legislation. By the mid-1890's seventeen states 
and territories had antitrust laws, six in the form of constitutional 
amendments. In this general period, prior to World War I, what were 
the prevailing economic premises as to the nature and role of compe- 
tition? 


In the United States of the Sherman Act era we find evidence that 
express restraints on competition were condemned in the abstract. They 
were sometimes condemned because they raised prices, or led to dis- 
criminatory pricing. They were almost always condemned where they 
excluded business men. Competition in the abstract was regarded as 
both good and natural. In writings of the late 1880's Richard T. Ely 
of the University of Wisconsin took, the position that "competition is a 
good thing where it is possible." - John B. Clark spoke favorably of 
"the conservative competition" which economists believed to contribute 
to "a general harmony of social interests.’ Clark distinguished this 
type of competition from "the fiercer contest in which eventual success 
comes to a participant through the extermination of rivals."” This 
was the era in which William Graham Sumner was acclaimed for his 
social Darwinism, although Sumner remained initially outside the circle 
of the American Economic Association. 


The German economist, Ernst von Halle, wrote a study on indus- 
trial combinations in the United States which, translatedand adapted for 
American readers, was published here in 1895. With the perspective 
gained from his German background, he observed that Americans had 
been relatively free of guild or corporate monopolies from the start 
of national life. That experience had confirmed Americans in their 
belief that free competition was effective and even right and "good." 
He even went so far as to say "the device of free competition partook, 
in the eyes of the people, of the character of an eternal holy truth, 
remote from the influence of time and economic conditions."* This is 
reflected, perhaps, in Section I of the Sherman Act, which declared 
illegal "Every contract combination...or conspiracy... in restraint of 
trade."' To von Halle, however, there seemed something illogical in 
passing a law to secure "the unhindered working of natural forces." 


In von Halle's evaluation of the American development and atti- 
tude there is an overstatement. It does not appear that competition 
was necessarily considered good only because it was natural, but rather 
because, under appropriate conditions business men who were free 
to compete appeared "naturally" or unconsciously to serve the public 
interest. The distinction Clark made between conservative competition 
and fierce competition suggests an issue that should be explored further. 
The American attitude of the late nineteenth century,as reflected in 
the Sherman Act, drew much from the common law heritage. But the 
common law, in most of its earlier English development, had evolved 
in application to industries that were often subject to institutional con- 
trol which set the terms of competition. Centuries earlier, English 
guild members competed in a conservative manner rather than a fierce 
one. Von Halle did not take cognizance of this aspect of competition 
in our policy. He, and such German economists as Robert Liefmann 








generally regarded cartels as providing a suitable institutional framework 
within which business rivalry could be channelled. 


The neo-liberal economics of present day Germany appears to focus 
in significant manner on the issue of how the institutional framework may 
provide a setting under which freedom in business rivalry may serve 
the public. There will be comment on this aspect in a later article. 


The desirability of placing some restraints on fierce competitive 
activity was generally premised, perhaps by business men even more 
than by economists. This is reflected in the numerous and long standing 
local penalty license fees assessed on itinerant peddlers who competed 
irresponsibly with local retailers. It is reflected in the bitter view 
which local retailers took of the early chain stores. It is reflected in 
the public condemnation of big firms, or of railroad practices, even 
for the vigor of their competitive rivalry. And in testimony before 
the Cullom Committee of the 1880's, it is reflected in the concern of 
such big shippers over rail lines, such as Pillsbury of Minneapolis 
who held that to prohibit rail pools completely would lead to chaos. 


Big business was equated with monopoly by some. “Capitalist 
monopoly" was the term given to distinguish an institutionally induced 
condition from natural monopoly or legal government grants of monopoly. 
I get the impression that the objection to any bigbusiness was partly 
that it had power and used this irresponsibly; that corporations were 
conducted by insiders without proper reference to customersor workers 
or even stockholders. 


Economic theorists were impressed by economies of scale and 
anxious to see the economic benefits of large scale business continued. 
J.B. Clark articulated the gains possible through the large corporation, 
especially when this was subject to the same kind of pressure that might 
act upon the small producer. Such gains contributed to progress, which 
was regarded as an ultimate goal in economics. The scholarly economists 
were so much aware of the complexity of this issue, that one of our 
professional colleagues who has surveyed the writings of the later nine- 
teenth century holds that the journalistic critics, "Ida Tarbell and Henry 
D. Lloyd did more than the, American Economic Association to foster 
the policy of competition." 


There was nonetheless, despite these qualifications, an economic 
theory underlying the resolutions in Congress from which the Sherman 
Act eventually took shape. John D. Clark, who retired from a vice 
presidency of Indiana Standard to undertake a scholarly review of the 
origin and effects of the Sherman Act, has concluded thatunderlying the 
early draft of the law and the convictions expressed by those seeking 
its passage was "the theory that the public welfare is best served by 
preventing combinations and agreements which limit ‘the natural com- 
petition of increasing production, the lowering of prices by such com- 


rug 


petition’. 


In the pre-Sherman Act period business conduct did violence to the 
precept that the public should benefit from competition. Formal cartel 
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type arrangements served to divide markets and maintain prices atthe 
expense of consumers. Some few of these are well known since they 
were later described in antitrust cases, such as that of Addyston Pipe. 
These pools were formed in many industries prior to 1890 and their 
practices were much like those of German cartels of the same period. 
The methods of operation of the dominant large combines such as Stan- 
dard Oil were aired at the time of hearings on the Interstate Commerce 
Act in the 1880's. 


There are differing judgments among scholars as to the degree of 
public and professional interest in the monopoly problem at the time the 
Act was passed. In Thorelli's recent exhaustive study he concludes: 
"The press recognized the trust problem constituted an issue of general 
public policy of increasing importance."? In the survey completed by 
John D, Clark thirty years ago the extent of public concern was some- 
what minimized. Clark held that the general public showed little concern 
“and the members of Congress were so little excited that few of them 
cared to take an active part in the legislative process.”10 Somewhat 
the same judgment is reflected in the conclusion of Scott D.Walton, who 
has tied the matter to the tariff sought by eastern Republicans and who 
concluded that the Sherman Act "was not passed by firm antimonopo- 
lists... but was put through Congress .. to satisfy demands of the Western 
wing (of Republicans) and bring it back into the party fold." 11 


*e eke EE 


From early court decisions on cases brought under the Sherman 
Act a distinction emerged between the defensability of loose federations, 
or cartel type agreements, and the close-knit combinations as reflected 
by holding companies or mergers which were presumably undertaken for 
reasons of efficiency. This emerging distinction had the ironical result 
that firms merged around the turn of the century partly on account of 
the Sherman Act. President Theodore Roosevelt later succeeded in 
having a case brought against a holding company, Northern Securities 
Company, which was sustained, but in such sweeping terms that the court 
found it necessary subsequently to state the so-called rule of reason 
as an obiter dicta in the decision ordering dissolution of the Standard 
Oil Company of New Jersey. This rule of reason held that only unrea- 
sonable restraint of trade, in the common law sense, was prohibited 
by the Sherman Act, again making it easier to defend a merger than 
a trade association agreement which coordinated activities of indepen- 
dents. Once more the Sherman Act may have induced mergers. 


With respect to these loose federations or associations, of cartel 
type, which set quotas for members, and prices for the product, there 
was relatively little work by economic theorists that pointed to a con- 
structive role in such activity. A volume by Arthur Eddy, entitled 
The New Competition, undertook to defend the constructive role of trade 
association restriction on price competition, but it was written chiefly 
for popular consumption. !2 Some of the most articulate analysis pur- 
porting to show that some restrictions contribute to the competitive 











effectiveness of small firms is to be found in decisions or dissents 
written by Justice Brandeis. 


There are a few decisions which might have provided grounds for 
the emergence of a case-by-case rule of reason consideration of 
antitrust cases against loose federations, and although the develop- 
ment was otherwise, a review of the economic reasoning in a few of 
these decisions will make possible a later comparison of reasoning 
in this country with that in Germany. In Chicago Board of Trade vs. 
U.S., Brandeis stated:! 





Every agreement concerning trade, every regulation of 
trade, restrains. To bind, to restrain, is of their very 
essence. The true test of legality is whether the 
restraint imposed is such as merely regulates and 
perhaps thereby promotes competition, or whether it 
is such as may suppress or even destroy competition.... 
to determine that question the court must ordinarily 
consider the facts peculiar to the business to which the 
restraint is applied ... 


In this particular case the Board of Trade rules required members 
transacting business on grain in transit, after the day's trading, and 
before business opened the following morning, to effect such transactions 
at the reported closing price. This rule was upheld. 


Four years later, in his dissent in the Column and Lumber case 
in which the majority opinion condemned an association program re- 
gulating competition as illegal price fixing, Brandeis argued: !4 





The refusal to permit a multitude of small rivals to co- 
operate. ..in order to protect themselves and the public 
from the chaos and havoc wrought in their trade by 
ignorance, may result in suppressing competition in the 
hardwood industry... May not these hardwood lumber 
concerns, frustrated in their efforts to rationalize com - 
petition, be led into the inviting field of consolidation? 


The classic verdict against cartel type agreements in this country 
was rendered in the 1927 decision concerning the Trenton Potteries Com - 
pany. In this case, which involved agreement fixing prices of sanitary 
pottery. the court held that it did not follow from the rule of reason 
that: 


...agreements to fix or maintain prices are reasonable 
restraints and _ therefore permitted by the statute, 
merely because the prices themselves are reasonable. . 
. Whether this type of restraint is reasonable or not 
must be judged in part at least, in the light of its effect 
on competition, for whatever differences of opinion 
there may be among economists as to the social and 
economic desirability of an unrestrained competitive 





system, it cannot be doubted that the Sherman Law and 
the judicial decisions interpreting it are based upon the 
assumption that the public interest is best protected from 
the evils of monopoly and price control by the maintenance 
of competition... 


In the depression of the 1930's there was one trade association 
case in which the court took account of the unique economicproblems of 
the industry. This was Appalachian Coals. Although the member firms 
engaged Appalachian Coals, Inc., as their common and exclusive selling 
agency and gave this agency power to apportion orders among members, 
the court did not order cessation of the arrangement. The court held 
further: 


The fact that the correction of abuses may tend to stabilize 
a business or to produce fairer price levels, does not mean 
that. .. cooperative endeavor to correct them necessarily 
constitutes an unreasonable restraint of trade. 


Neither the approach suggested in AppalachianCoals, nor that sug- 
gested earlier in Chicago Board of Trade were followed in cases involving 
loose federations. The courts in this country have tended to hold 
that any price fixing or quota allocation arrangements were illegal per se. 
This has left limited scope for economic analysis in the arguments or 
in decisions. 





Among American economists there has been a general concensus 
that if an association rigidly stabilizes the price of a commodity, in the 
fall of fluctuating demand, this accentuates the changes in sales and 
employment which follow upon shifts in demand. Thus that stabilizing 
price may be de-stabilizing in general. Some have dissented from this 
view, notably J. M. Clark. The German economists held a contrary 
view, that stabilizing price through cartels would contribute to stability 
in general. 


In the application of the antitrust law to combines, such as holding 
companies or mergers or intercorporate stock or asset purchases, that 
may come under the Clayton Act, Section VII, a case-by-case review 
was undertaken which permitted some consideration of industry perfor- 
mance and this revealed economic contradictions in the policy. One 
economist writing for The Antitrust Bulletin has suggested:17 





A merger case is essentially an economic problem tried 
in a legal forum according to legal rules before judges 
who are are generally unschooled in the technical aspects 
of the economics of competition. 


The concern of economists for preserving the gains of large size 
has been mentioned. Economies of large scale could be shown to have 
provided the reason for a merger, and any reduction in competition 
might have been incidental. Economic criteria pertinent to distinction 
between largeness and monopoly were sorely needed. Also needed were 








economic judgments as to degree of size or market dominance that 
might involve or suggest monopolizing. 


President Theodore Roosevelt groped toward a distinction between 
good trusts and bad trusts. Although economists distinguished in the 
abstract between merger for economy and restraints aimed at raising 
prices they did not provide an adequate rationale for Roosevelt's cava- 
lier differentiation. His high-handed and arbitrary distinction appears 
to have contributed to pressure for revision of the antitrust laws to pro- 
vide definite spelling out of prohibited conduct such as was introduced 
by the Clayton Act of 1914. Section II prohibited discriminatory pricing, 
Section III exclusive dealing and tying contracts and Section VII inter- 
corporate stock acquisition, and Section VIII interlocking directorates 
where the effects of these practices might be to substantially lessen 
competition. Section II, prohibiting discriminatory pricing especially 
amended by the Robinson Patman Act of 1936, has led to a wide range 
of economic problems that are not considered in this comparative survey 
because of the complete absence of comparable legislation in Germany. 


The evolution of the rule of reason, with particular reference to 
merger and the monopoly issue, poses problems for which economic 
analysis did not provide a ready answer. judges have, consequently, 
generally tended to look at structure rather than conduct and performance 
in determining whether a merger involves monopoly or an attempt to 
monopolize. 

There is an implicit premise, as was mentioned at the start, that 
a particular type of competitive structure will also give the best perfor- 
mance, Some economists would hold that this is likely to be so, and 
that in any case competitive structure is desirable independently of per- 
formance. Corwin Edwards is an articulate exponent of this view. 


Many economists would hold that the order requiring United Fruit 
to set up a separate firm may contribute toward making that industry 
structure more competitive, and others hold the order should have gone 
even further, if competitive structure were to be established. But the 
issue of how many small firms there must be to have competitive 
structure is not clearly deducible from economic analysis. Few econo- 
mists would have held that preventing mergers of Nash and Hudson or 
Packard and Studebaker would have kept the automobile industry more 
competitive. 


The Director of The Federal Trade Commission's Bureau of Litigation, 
in an article of last year dealing with this issue, acknowledged the lim - 
itations of a system setting arbitrary limits as to quantitative substan- 
tiality that might involve an offense. He concluded, however: 


If the results showed that four companies held 90% 
of the market in about equal proportions and that the 
remaining 10% was held by a dozen others, it would 
seem that nobody could contend that a merger of any 
of the top four would not create a presumption of a 
substantial lessening of competition. 





A major economic problem in analysis of structure is the deter- 
mination of relevant market. This is an even knottier problem than 
determination of the portion of market that is significant. One may, 
indeed, anticipate that the German law of 1957 which calls for reporting 
of mergers which will account for 20 per cent of the market may even- 
tually require some clarification on the procedure for determination of 
relevant market. 


In the 1956 Cellophane decision DuPont was held not to possess 
monopoly power because the relevant market for cellophane was declared 
to be flexible packaging material. Earlier, in the 1945 decision on 
Alcoa the company's contention that aluminum was part of a larger 
market, because it competed with many other materials, had been re- 
jected. In the Bethlehem-Youngstown case the issue of relevant market 
was again atissue, though with particular reference to geographic seg- 
mentation. 


The economist has developed a conceptual device of cross-elasticity 
for ascertaining the degree to which alternative products are substitutes. 
In the Cellophane case the relevance of this measure was acknowledged. 
This relation is established by the degree to which a price change in 
commodity A affects sales of commodity B. Neither the record, nor 
the court decisions gave the pertinent, quantitative measures, however. 
As George Stocking has pointed out! 


On the ratio of cross-elasticity between cellophane 
and any other wrapping material both Judge Leahy 
and the Supreme Court are necessarily silent. To 
determine it business rivals would have had to dis- 
close confidential information which the Cellophane 
case does not reveal. 


Meanwhile economists concerned with industry structure evolved 
the concept of "workable competition." This was effectively articulated 
by J. M. Clark and Edward Mason, and a restatement by Jesse Markham 
in 1950 provided a step toward reqpaciling the goals of structure and 
performance. Markham suggested: 


An industry may be judged to be workably competi- 
tive when, after the structural characteristics of its 
market and dynamic forces that shaped them have 
been thoroughly examined, there is no clearly indicated 
change that can be effected through public policy 
measures that would result in greater social gains 
than social losses. 


Another development in theory, that may have done as much as 
the concept of workable competition to suggest how we can explain the 
excellent performance that has been provided by large firms, is that of 
countervailing power. John K. Galbraith used this term to suggest the 
manner in which a firm that achieves significant power is likely to have 
this power reduced by developments other than the establishment of dir- 








ectly competing firms. Customers or suppliers may take over the 
function. Or a large firm from another activity may invade such a 
market, in which there is concentration of market power which has been 
used for the purpose of restriction to raise prices or profits. 


A new orientation has lately developed out of increased concern 
for innovation by the large firms. This emphasis received particular 
attention after the bald statement by the economist, Joseph Schumpeter, 
who looked at our rising standard of living, and the role of innovations 
in achieving this and concluded "big business may have had mgre to do 
with creating that standard of life than with keeping it down. "“! 


Schumpeter's proposition fell on fertile ground. In the war and 
postwar period the larger firm was acclaimed as responsible, 35 
“assuming public responsibility commensurate with its massive power." 


A corollary of Schumpeter's presumption that innovation is of more 
importance to society than optimum use of resources under a given 
technique, is the general view that in public policy we should take more 
cognizance of dynamic performance than of structure. This has been 
suggested by Clare Griffin as follows:23 


The goal to be sought should be primarily progress 
and the raising of living standards through improve- 
ments in manufacturing, distribution, and so forth, 
rather than exclusive or major emphasis on the most 
economical allocation of resources at any given mo- 
ment... 


That we should place less emphasis on the size of 
companies, the number of them and the statistical 
measures of concentration, and more emphasis on | 
the question of whether the over-all conduct of a 
business firm suggests that (a) it is acting indepen- 
dnetly with an awareness of its rivals, present or 
potential, and (b) its arbitary economic power is in 
fact thus limited. 


Emerging from this approach there is also the proposition: “that 
the more sheltered and exclusive the position of the firm the more likely 
it is to embark upon, and succeed in, development."“4 This proposi- 
tion would suggest a sharp conflict between the goals of competitive 
structure and progressive, dynamic performance. 


Economic analysis does not, however, provide satisfactory norms 
for measuring and judging performance under these dynamic conditions. 


A recent study by John Jewkes points up the critical importance of 
independent outside sources even for large firm developments and inno- 
vations. Of major innovations since 1900 he finds: “more than one-half 
of the cases can be ranked as individual invention... by men. ..working 
on their own behalf...or_ where they were free to follow their own 
ideas without hindrance.25 Thus Jewkes concludes that there is no 
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clearly optimum size in terms of promoting creative innovation, but only 
an optimum pattern for the industry where the "variety in form and out- 
look in industrial institutions matches that of the problems..." 


*e ee eK * * 


Clearly there is a gereral concern among economists for the 
achievement of optimum industry performance in economizing. But as 
no objective test has been developed that can have precise meaning in 
measuring performance under dynamic conditions, we fall back on 
structure. 


As Ben Lewis has acknowledged in a recent article in the Harvard 
Business Review, though we thus conclude with:27 "market structure 
as virtually our only test...we have found no way to test the test, or 
appraise the cost of employing it." Alternatively, it has also been 
pointed out that the belief we can attain a high rate of progress, and 
maximum efficiency, even though we prevert mergs. s "is more an article 
of faith than a conclusion based on experience." 





There is thus a wide gap between constructive policy implemen- 
ation for economic performance and such commendable statements of 
broader features of our system as: 


The significant thing... about the American economy 
is that by far the greater part of the system still 
works through pushes and pulls of the market. 


The market institution...offers hope of coordination 
without coercion. 


One of the major reasons why this country jumped 
so far ahead of Europe during the first half of this 
century has been...our competitive system. 1 


If, as Jewkes has suggested in a passage quoted above, there is 
no one optimum size or form of business certain to induce creativity 
and innovation it may be urged that even on pragmatic grounds we 
should follow a public policy that explicitly aims at leaving room for 
a wide range of institutional forms, aims at permitting a wide variety 
in size of business firms and avoids government prescription as to 
specifics of economic behavior. The principle of subsidiarity seems 
relevant on this issue, in the proposition that "it is wrong to withdraw 
from the individual and commit to the community at large what private 
enterprise and industry can accomplish." 
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PREPARING THE INDUSTRIAL ENGINEER 
FOR MANAGERIAL POSITIONS 


Boyd Payne * 


There are probably as many definitions for the functions of Indus- 
trial Engineering as there are departments or consultants in the field. 
Even those people who accept the nationally recognized definition set 
forth by the American Institute of Industrial Engineers vary considerably 
in the emphasis which they place upon time study, space analysis, 
systems and procedures analysis, operations research or the other 
components of Industrial Engineering. 


This is not really surprising; it is probably typical of any young 
and healthy profession which believes in itself and in the contribution it 
has to offer. And Industrial Engineering is a relatively young profes- 
sion - as young, for instance, as Dr. Lillian Gilbreath herself, one of 
the great women of the world today, who has not only made great 
personal contributions to scientific management, but has also given 
encouragement to the improved practice of Industrial Engineering the 
world over. Most of the advances in this field have occurred within 
her own lifetime, so that it is not surprising that the profession may 
occasionally have difficulty in defining its own objectives or in obtaining 
universal acceptance of its definition of itself. 


The functional or professional definition - in which you believe and 
which is acceptable within your company - differentiates the activities of 
the Industrial Engineer from those of the Mechanical, Electrical or 
Chemical Engineer, and from Personnel, Finance, Materials Handling, 
Accounting or other specialized functions. But however you define it 
the significant fact is that you think of it as a profession, and of your- 
self as a professional. By contrast, I am a "shade tree" Industrial 
Engineer. Someone with authority pushed a stop watch in my hand back 
in 1941 and pointed me at a tractor operation which was causing pro- 
duction delays. My instructions, interpreted from the vernacular, were 
to - quote - apply sufficient ingenuity to eliminate the production delays 
by increasing tractor efficiency - unquote; and as instructed, I "got the 
darned thing fixed."" This was my maiden venture into a career which 
ultimately spanned 15 years as an Industrial Engineer. 


In those 15 years a traiusition has taken place. More and more 
colleges and universities have recognized the Industrial Engineering 


* Mr. Payne is Director of Career Development of the Kimberly-Clark 
Corporation, Neenah, Wisconsin. This article is based on a speech 
presented to the American Institute of Industrial Engineers, Region VIII, 
at a conference on November 13, 1959 which was jointly sponsored by 
the Regional Institute and the Marquette University Management Center. 


degree and many men have elected to make it their major field of study. 
Unfortunately, no matter how much or how little schooling you have had, 
it has probably done very little to prepare you for managing. Curricula 
for Industrial Engineers, or for Engineers in general, oor for other 
similar fields, do not usually emphasize the psychologies, sociologies, 
or philosophies so important in managing people. Parenthetically, it 
might be noted that this is rather a paradox. Industrial Engineering 
might be said to concern itself primarily with scientific management, 
yet the people in the profession are not necessarily trained to deal with 
other people. Perhaps the answer to the problem lies in the definition 
of managing. 


What is a manager - management - a managerial position? At first 
glance there appear to be as many definitions here as for Industrial 
Engineering itself. Some management researchers categorize the acti- 
vities of managing into four elements - others into eleven or fourteen. 
Once again, however, it is mostly a question of emphasis, since each 
of the popular lists seems to include all of the same elements. For 
my purposes here, I shall use the eleven which comprise the Kimberly- 
Clark concept of management: establishing the unit's policies, objectives 
and programs; organizing the unit, obtaining the people, developing the 
unit budgets, obtaining and maintaining the necessary facilities, directing 
the activities, providing the necessary knowledges, auditing for conform- 
ance, and taking corrective action. It is apparent that these elements 
place the emphasis on managing through people. 


Some of you may be the only Industrial Engineer in your company, 
or in the division or mill. You may have no deputies to supervise or 
develop. But as the top professional mind in your unit, you may very 
well establish the objectives, policies and programs for Industrial 
Engineering; in other words, you may be responsible for telling the line 
managers what they are supposed to believe about your function. You 
are thus ina staff capacity, managing through other people's people. And 
this may be as important as managing through your own deputies. After 
all, you employ the same techniques of motivation that a good boss 
employs, for a good boss will resort to a command only as a last resort. 


Another degree of managing responsibility involves those of you 
who have terminal responsibilities. You are neither the manager of the 
Industrial Engineering function, nor do you have deputies; you are indi- 
vidual contributors in the Industrial Engineering function. Yet you do 
develop and recommend objectives, policies and programs for the line 
managers you serve. You may even train their deputies in methods 
improvement and audit for conformance to work standards. You fre- 
quently recommend your customer's facility needs, and your studies may 
have considerable impact upon your customer's budgets. Many of the 
researchers in the study of management refer to such individual contri- 
butors and to managers of functions as "specialists." Unfortunately, 
they tend to concentrate their interests only upon managers of people. 
While we should respect the difference in the scope of these managing 
responsibilities, it can be dangerous for two reasons: 
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1. The so-called Industrial Engineering specialist loses just as 
much sleep as do the line managers when there is a managing 
problem which involves his function. Very often he loses more 
sleep, as he knows that he must come up with the solution, 
that he must recommend the objective or policy or program 
that will solve the problem, and that his customer will expect 
only to make the "go - no go" decision. The qualitative deci- 
sions required in completed staff work are often as important 
as are the yes - no decisions that follow. And to tell the 
specialist that he does not manage, or that he should not be 
developed to manage better, would not be realistic. 


2. Where do we get our managers of people? Usually they are 
the oldest, or the most experienced, or the best specialists - 
the field salesman from the winners’ circle, the most senior 
operator, the most creative design engineer, the outstanding 
Industrial Engineer. No one will quibble with the selection of 
the best functional or professional man, but he must also have 
managerial potential and he is entitled to be developed for 
managing, and he should be so encouraged. 


How can Industrial Engineers prepare themselves to be better 
managers, or to assume greater managing responsibilities? 


First, you must have a clear definition of what managing is, and 
preferably one which is used by your company. If managers are going 
to develop, it is essential that there be a management climate within 
which personnel can develop most effectively. This includes the promotion 
of philosophies and policies which encourage employee self-development. 
Kimberly-Clark worked for ten years on a definition of management which 
has now become a corporate philosophy or policy and which encourages 
the development of our management personnel. 


Policy is not the sole component of climate. Non-financial recog- 
nition, plus adequate facilities and time in which to work, intelligent 
communications down as well as intelligent consideration of all commu- 
nications up, and a sincere interest in individual development, these are 
all essential to climate. Quite possibly you may not be able to do much 
about the establishment of such a climate personally. Each of you, 
however, can strive to the best of your ability to acquire your own de- 
finition of management and to obtain all of the recognition, facilities, 
time and communications for yourselves which you can attain in your 
climate. 


The second phase of a development program is to encourage the 
concrete definition of what is expected of you by your principal. Job 
definitions may take many forms. One of our managers, when he 
addressed himself to the definition of managing, said in effect that he 
answered phones, held meetings, attended luncheons, read and dictated 
letters, and occasionally blew his stack. This, at least, is what other 
people saw him doing. Is this managing? Or was he developing objec- 
tives, policies and programs, strengthening his organization, supervising 
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his people, directing work activities? Is this managing? Or was he 
attempting, by whatever means, to attain certain specific results such 
as quantities of production, levels of quality and cost, net profit? Is this 
managing? The answer, of course, is that all three are managing. The 
first - his meetings, letters, and the occasional emotional displays - 
were the activities of managing. The second - his objectives, policies, 
and programs - were the elements of his managing responsibility. The 
third - production, quality, and profit - were why he was managing, the 
expected results. It would be somewhat superfluous, if not an insult to 
an Industrial Engineer, to spell out the activities of Industrial Engineering 
in terms of stop watches, space studies, and of linear programming, 
systems analysis, and so forth. It is essential, however, that he 
understand what is expected of him. Most of you know exactly what is 
expected of you in your professional work. But if we are concerned with 
preparing Industrial Engineers for management, then it is essential that 
we define your managing responsibilitie~ and the results expected. Again, 
your company may not have a formal } ogram for doing this. However, 
it is possible for any deputy to sit down with his principal and to deter- 
mine the expected results, both as an Industrial Engineer and as a 
manager, if he really wishes to do so. 


The Industrial Engineer who is disciplined to study and to self- 
improvement in the scientific fields is sometimes awed, if not literally 
confused, by the unscientific concepts of management by which his com- 
pany appears to operate. Because he is professionally trained to a 
discipline, he does not accept trite formulas and platitudes in the study 
of human relations, or the generalizations by which many managers 
account for their actions. He is often most unwilling to make manage- 
ment decisions based upon less than the 100 per cent sample, or upon 
less than the total facts. However, although managing is not a disciplined 
science, it is much more scientific than it may appear to the uninitiated. 


The next step in a development program lies in the area of your 
performance appraisal. I appreciate that there may be stigmas attached 
to formal appraisal systems which are distasteful, particularly to pro- 
fessional people. Psychologists, sociologists and industrial anthropologists 
working in and among management researchers have done much to over- 
come the earlier mistakes from which our distastes have grown. Some 
of the principles of good appraisal which are being promoted by some 
of the knowledgeable people throughout the industry include: 


1. Orienting the appraisal to expected results - as opposed to job 
duties only. 


2. Orienting the appraisal to observed performance - as opposed 
to personality traits. 


3. Stimulating self - appraisais. 


4. Orienting the appraisal to development needs, rather than to 
equated evaluations of the individual. : 


5. Orienting the appraisal to the further development of already 
recognized strengths. 
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I have no way of knowing to what types of appraisal you may be 
subjected by your companies, but if appraisals are used, it is to be 
hoped that they conform to some or all of these principles. But if you 
do not have the privilege of a performance appraisal program in your 
company, I suggest that self- appraisal of your own performance is an 
essential to your development. I suggest further that if you really wish 
to be appraised by your principal, you may have the benefit of his thinking 
if you approach the subject of appraisal intelligently. 


We now come to the techniques by which you hope to improve your - 
self in order to attain to optimum results expected. There are two 
premises which, if recognized as basic, predetermine your approach to 
development. The first is that "all development is self - development." 
Professionally educated men and women understand this more clearly 
than do non-professionals. They have already accepted the responsibility 
to develop themselves. This is evidenced by their satisfactory completion 
of a lengthy and technical curriculum - often at considerable personal 
investment, if not sacrifice. If they are to remain in the professional 
status, they must continue to develop with the profession, a lifetime 
dedication to self-development. 


Because they are going to devote a portion of their lives to continued 
self -development, professionals are or should be jealous of the way in 
which all development time is spent. They should be prone to question 
more carefully than do others the value of each opportunity for develop- 
ment and reject those which do not directly contribute to their personal 
self - development goals. The point is that they cannot accept mediocre 
opportunities in addition to the obligations to which they, as professionals, 
are already committed. 


The second basic precept is that she immediate principal is held 
accountable for the achievements of his deputies. His, then, should be 
the primary responsibility for encouraging deputy self - development. The 
extent to which any employee can learn by doing, and the speed with which 
he learns will depend largely upon the attitude of his immediate principal 
and upon the extent of principal- deputy coaching and communicating. 
Supervisors have a two-fold responsibility - to develop themselves and 
actively to encourage the development of their deputies. 


There are all kinds of opportunities for development. Let us dispose 
first of all of the outside education and training facilities in the in- 
company educational and training programs. Whatever the definition of 
managing, the elements of management do not readily identify themselves 
with the usual run of courses and seminars available in the outside 
educational facilities. Our colleges and universities and the professional 
organizations have come far in providing instruction in managing tech- 
niques. We are approaching a universal definition of the need and how 
to satisfy it, but there is no certain formula. There have been recent 
experiments with liberal arts seminars, particularly pointed to engineers 
and other professionals, in an effort to develop their insight into human 
relations demanded by the management function. There are a number of 
techniques for teaching decision making, and there will be many more. 
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Most companies are not satisfied with current methods for teaching 
industrial economics and the related field of public affairs. What has 
been done to date has been excellent, but there is a long road ahead 
for the further refinement of instruction materials and methods in the 
managing areas. Industrial Engineers and other professionals should be 
increasingly more receptive to training opportunities outside the company 
as they benefit from gradual improvement. 


To a great extent, this is true of in- company educational and 
training programs as well. It has been said, however, that 90 per cent 
of all development occurs through experience. This involves on-the-job 
experience and many other types of managing experience which are readily 
obtainable off the job. For example, managing responsibilities in pro- 
fessional and industrial associations, managing jobs outside of work, the 
leadership of drives, campaigns and other community activities, various 
managing responsibilities in church organizations and in other community 
organizations, and experience in politics and governmental affairs - these 
are all opportunities for experiencing the performance of management 
responsibilities. If 90 per cent of our development occurs through these 
media and on the job and an additional 4 or 5 per cent comes from further 
studies of books, magazines and other literature, then attendance at either 
outside or in-company training programs will affect only 5 to 6 per 
cent of an individual's development. 


Those of you who work for companies which have active management 
development programs probably recognize a fifth phase to such programs 
which has not yet been mentioned. That phase is concerned with the 
ultimate purpose of all development. To encourage the self-development 
of any employee would be a hollow effort if his company did not intend 
to achieve the maximum use of such developed human resources. For 
this reason, all development programs must be coupled with the effort 
to use manpower more effectively. Very little has been done formally 
in this field within industry. Kimberly-Clark has been developing and 
placing manager potential for 87 years, and its position within the paper 
industry today would indicate that these efforts have been successful. 
How much more successful, however, might these efforts have been had 
they been based upon formal manpower planning programs. For the most 
part, companies tend to wait until, because of size or geographic spread, 
some type of program must be substituted for the personal knowledge of 
all qualified employees in all job opportunities. This may have been a 
very expensive mistake. We do not know. We know now that a man- 
power planning effort is mandatory to our continued development of 
adequate numbers of managers and for their selection and placement in 
managing opportunities. 


The president of General Electric is quoted as saying, "We can no 
longer afford to wait for managers to grow." This infers that we can 
afford the time, money and effort required to accelerate and insure the 
development of manager potential. Many companies do not have formal 
programs for manpower development but actually, in all reality, this 
matters very little. The secret of promotion and progress has never 
been more truly expressed than in Abraham Lincoln's famous resolve, 
"I will prepare myself and my chance will come." If this seems empty 
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consolation, it should be remembered that the only alternative is not to 
prepare yourself. In the 87 years of Kimberly -Clark's history, when 
we did not enjoy a formal manpower planning program, we nonetheless 
promoted many men to greater job responsibilities, and to unit, division 
and corporate management. They were the men who were ready when 
their chance came. 


If the Industrial Engineer truly wants to prepare himself and to 
prepare other Industrial Engineers for managerial positions, the keystone 
in that development program will be an understanding of the elements 
and activities and goals of managing. Whether or not it is a science or 
an art remains to be seen. Whatever it is, it is definable and its 
responsibilities are identifiable, and the ultimate responsibility for his 
own development lies within the individual himself. 


EDUCATION FOR BUSINESS 


Francis J. Calkins 


EDITOR'S NOTE: As a participant in the University of Chicago-Ford 
Foundation Seminar on Business Finance and Economics held at Williams 
College last summer, Professor Calkins of the Department of Finance, 
Marquette University College of Business Administration, was able to 
read advance editions of both of the cited reports and to participate in 
seminar discussions with some of the persons who prepared the reports, 
His findings here presented are essentially the same as those given to 
the faculty of the College of Business Administration at a recent meeting 
but have been rearranged to emphasize the potential impact of the re- 
ports on business interests. 





Two lengthy studies of the present status of education for business 
administration were published within the past month, one sponsored by 
the Ford Foundation and directed by Robert A. Gordon, Professor of 
Economics at the University of California (Berkeley) *, the other spon- 
sored by the Carnegie Foundation and directed by Frank S. Pierson, 
Professor of Economics at Swarthmore College.“ Known familiarly as 
the Gordon and Pierson reports, they will offer a base for critical 
thought, comment and decision by leaders in education and in business 
and by the general public in the coming months and years. The purpose 
of this article is to introduce the general theme, summarize the pro- 
posals, and make clear the areas in which decisions by both business 
educators and business men must be made. 


The Gordon and Pierson reports are the result of independent 
studies made over the past two years. Gordon headed a small team 
working on a small, but selective sample of business firms, of mem- 
ber schools of the American Association of Collegiate Schools of 
Business (AASCB), and of other accredited schools offering business 
education either directly or through departments of economics. Pierson's 
group was larger, including specialists in various fields of business, 
and dealt with a somewhat wider sample of both business and education. 
The similarities and differences of the reports reflect both the views 
of the team and of the sample from which data were derived. 


The basic assumptions implicit in both reports are: 


1, Business administration is an important professional field, 
based on skills which can be developed by professional education; 


I.” Ford Foundation (New York) 1959. 
2. McGraw-Hill (New York) 1959. 








2. While success in business depends on experience as well as 
on intellectual skills, higher education can help develop skills and or- 
ganize materials, as well as some non-intellectual attitudes necessary 
for success, such as human relations; 


3. Academic work is only the beginning of a life-long education 
for business administration, and so must be supplemented by additional 
programs; 


4, Demands for technical business managers will increase in the 
future, while the education now being given is inadequate to meet both 
the numbers and quality of such demand; 


5. Student demand for business education will increase over the 
next two or more decades; 


6. The optimum education for business lies in a professional, in- 
dependent school at the graduate level, but some minor practical com- 
promises, though less desirable, may be tolerable, 


Only the last assumption is at all controversial. If accepted, it 
means that, like medicine and law, the study of business will require 
a minimum of five to six years, given a continuationof the current two 
semester or three quarter system. Perhaps one year might be cut from 
this by continual attendance at summer sessions. The question of added 
tuition cost must thus be considered as a possible damping force on 
assumption 5. 


The common view of the present status of education for business 
is described as follows: 





1, Admission standards are too low, as are standards of required 
performance; 


2. Programs of study do not demand enough of the students and 
faculty; 


3. Course contents are generally too narrow and descriptive, 
with insufficient emphasis given to vigorous analysis and decisionmaking; 


4, Except in some areas of accounting and statistics, business 
firms do not require or value highly any specialized training for business; 


5. Too much emphasis is placed on training a student to get a 
first job rather than training for ultimate administration; 


6. Faculty research in business problems is too limited and 
generally of poor quality. 


Considerations 2, 3 and 4 are likely the most controversial, and 
demand that a stand be taken by each school and each businessman for 
or against concurring with them. For example, if conditions 2, 3 and 
4 are believed accurate portrayals of present status, then the first 
point of significance stated below cannot be controversial. 
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The recommended remedies common to both reports are: 


1. Limit professional education to the principal areas of ad- 
ministration in a large enterprise, emphasizing problems and decision 
making at top administration levels; 


2. Raise admission and performance standards, leaving less 
professional training to evening or extension divisions, junior colleges, 
and more specific training to management development programs; 


3. Require a predominant core of subjects for all students, eli- 
minating about half of the present course offerings in specialized fields 
(except, perhaps, accounting) and in prescribed areas; 


4, Increase course offerings in the managerial applications of 
quantitative methods, of statistics and mathematics, and of the behavioral 
sciences of psychology and sociology; 


5. Require integrating courses demanding policy making at top 
levels of administration; 


6. Develop greater faculty competence turough improved doctoral 
training, self development, and research work. 


Here again, most argument should arise over remedies 1, 2 and 
possibly 3. Agreement demands acceptance as corollaries the significant 
points listed below. 


At this point, it appears appropriate to point out the significance 
to the business man of these findings: 





1. Technical training in business subjects, aside from accounting 
theory, is not a proper field for colleges of business, but only for 
semi-vocational schools. Both reports agree that there is little reason 
for schools of business to offer courses in such areas as: accounting 
systems, bank management, credit and collections, advertising, mer- 
chandising, purchasing, insurance, real estate, investments, transpor- 
tation, utilities, secretarial science, office management, and the like. 
Yet they are strangely silent about time and motion study, methods 
improvement, and wage and salary administration. Presumably only 
courses directly concerned with problems for top administration and 
the application of economics through quantitative methods have a place 
in the authors’ concepts of schools of business. 


2. Schools of business should not be used as training grounds 
for potential employees at lower levels, contrary to the evident prac- 
tices of most recruiters. This view reflects the published opinions of 
many business executives that a basic broad education is required for 
top administrative posts. 


3. Business education should be directed primarily toward 
education of the organization man, the decision-maker of a firm, and 
not toward education of a man who can perform decision-making functions 
in a firm. 
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4. Training for small business or for non-manufacturing firms 
is of insignificance as a goal for schools of business. 


5. The liberal arts program underlying the professional training 
for business should emphasize mathematics and the sciences, both pure 
and behavioral, as well as the arts of communication. Gordon would 
supplant study of history, philosophy and the moral and social respon- 
sibilities of living with more literature and science; Pierson wants the 
mentioned fields covered in a required core of subjects. Part of the 
impact of these changes would affect the type of high school education 
acceptable for admission to liberalarts colleges with the goal of eligibility 
to enter colleges of business administration. 


6, Five to six years of college education are necessary to train 
fully a potential professional business administrator. None of this can 
be on a part-time basis or at night. Although the reports recognize 
the value of work’ while a person is at school, no provision is made 
for getting such experience. An alternative which has not been explored 
is that of employing collegians after three or four years of general 
education and then, after a period of in-service training or management 
apprenticeship, making it possible for them to followa two-year course 
in business. 


7. First class faculties, paid salaries commensurate with com- 
petitive business spots, will mean substantially greater contributions 
from business to schools. If research is to be top- grade, business 
firms must permit access to confidential information, trusting the 
integrity of the educator to maintain secrecy except in deriving empirical 
conclusions, or in verifying conclusions from a "pure" science of 
business administration. Alternatively, business must refrain from 
using faculty as underpaid consultants or part-time personnel. 


Equally significant to educators are these corollaries tothe reports: 





1. Liberal arts colleges must discontinue training in business 
subjects, smaller colleges of business must close so that only the larger 
and better staffed institutions may offer the recommended programs. 


2. All descriptive and vocational courses shall not bear credit 
toward a college degree. 


3. New courses in quantitative methods and behavioral sciences 
must be established and most traditional courses reoriented. 


4. Faculty salaries must be increased, work loads pared to permit 
productive research, and graduate student assistance increased while 
enrollments in schools of business are reduced. 


5. A type of vocational junior college, extension or evening 
division on a non-credit basis must be developed and expanded, as 
must post-graduate management development centers to aid in the 
continuing education of business men. 
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6. Colleges which adopt the suggested programs or move sub- 
stantially toward them may be eligible for financial help from foundations. 
Those schools which do not approve of the assumptions, status, remedies 
and significant points listed above must continue to use their traditional 
sources of financing, including contributions from business interests 
sympathetic to their viewpoints. Nevertheless, each school will continue 
to find it necessary to prepare students for industry and business. If 
the latter want the type of education envisioned by the reports, their 
voices should be heard; if not, it is equally imperative to be heard now 
rather than too ‘ate, for college programs cannot be altered quickly. 


Marquette University and the College of Business Administration 
must make far - reaching decisions in the coming months on their role 
in the future of education for business careers. Business interests must 
make their ideas known, either for or against the detailed points raised 
by the Gordon and Pierson reports and the foundations sponsoring them. 
Only by a careful reading of either or preferably both reports can both 
sides reach the decisions which will affect the type of top business 
executive for 1990-2000. 








TOOL LEASING CAN WORK 


Reimer A. Perkins * 


While the leasing of equipment has been a common practice for 
many years in certain industries - construction equipment, railroad 
rolling stock, business machines, to mention only a few - it is only 
fairly recently that the practice has extended to smaller machinery and 
installations. The advantages and disadvantages, both to lessor and to 
lessee, are still being debated and, indeed, it is probably still too soon 
to judge the validity and efficacy of the arrangement formany of the 
firms which are nowtrying it out. Among the newcomers to the practice 
is Milwaukee's Kearney and Trecker Corporation, which has broken with 
the "cash and carry” tradition of the machine tool industry and which 
has found leasing to be a useful addition to its marketing program. 


How did Kearney and Trecker happen to get into this field of 
leasing? In 1946, as soon as World War II was over, the consumer 
industries were diligently churning out products to supply a demand 
which had been dammed up throughout the war period. Business generally 
was booming. But in the machine tool industry during the period between 
1946 and 1950 individual companies suffered more from the competition 
of their own tools than from those made by their principal competitors. 
Brand new machines, still in their unopened crates, were sold as low 
as twenty-five cents on the dollar. It took more than five years to 
wash out the bulk of this wartime surplus. 


Never constituting a large industry by comparison with America's 
giants, but nevertheless a basic one in any evaluation of the economic 
progress of industry as a whole, the machine tool builders were con- 
fronted with a very pressing problem: how could they hold onto their 
skilled working forces in the face of a declining market and still remain 
in a state of full preparedness to offset the threat of the cold war which 
developed in the post-war period? This posed a neat trick in business 
gymnastics, trying to support and keep employment at a high level while 
at the same time experiencing a loss of market potentiai. 


Some companies diversified their operations. Some turned to sub- 
contracting work for other manufacturers to level off production ups and 
downs. Some acquired holdings in companies completely unrelated to 
the machine tool field and set up those operations in different plants 
and facilities. 


* Mr. Perkins is Treasurer of the Kearney and Trecker Corporation. 
This article is based on an address to the Milwaukee Chapter of the 
Wisconsin Society of Certified Public Accountants on November 2, 1959. 











At Kearney and Trecker, these and other alternatives were consi- 
dered and it was agreed that the company's first obligation was to lessen, 
insofar as possible, the cyclical nat re of its own machine tool business. 


From this background arose the idea of leasing products as a 
possible aid to the solution of the problem. In the traditional "cash and 
carry" machine tool industry, however, the notion of leasing was com- 
pletely new. Yet the company felt that it was feasible. Moreover, 
leasing seemed a logical third step to the complete sales approach. 
Prior to the inception of machine tool leasing, the customer had a choice 
of but two methods of obtaining equipment: outright purchase, or purchase 
on the installment plan through a conditional sales contract or a chattel 
mortgage. Leasing, it appeared, could salvage a sales opportunity 
where outright purchase or conditional sales terms might fail. 


Confidence in the possibility of developing a Tool-Lease program 
was based upon what looked to be some real benefits to leasing companies. 
It seemed reasonable that, under the Tool-Lease plan: 


1. Working capital could be released for other purposes and 
production could be expanded without further debt. The com- 
pany would thus not be limiting its future borrowing capacity. 


2. The Tool-Lease plan would assure the lessee company of future 
services of a machine as long as it might be needed without 
committing the company for the total life of the machine and 
without the high risk of obsolescence. 


3. A manufacturer would be provided facilities to maintain excep- 
tionally high standards of efficiency and capacity without high 
investment. 


4. Users could make a trial installation for one year or more of 
machine equipment which they might not be certain was the 
most advantageous. In other words, they could judge merit 
on actual performance in their own shops without assuming the 
obligation of purchasing the machine. 


Under the Kearney and Trecker Tool-Lease program, three plans 
are presented. They ere similar in that they all call for a lease term 
of seven years, and they differ only as to the time at which certain 
options may be exercised. The options offered to the lessee are ter- 
mination of the lease or purchase of the equipment. 


One of the basic objections to the renting of equipment has been 
the fact that a fixed commitment for future services might constitute a 
very real liability, particularly if they are not needed in the future. 
Since in our plans the commitment may be for a period of time as short 
as one year, this problem is relatively unimportant. 


As to the results of our Tool-Lease program to date, nothing has 
had a more widespread impact on our market relations. Leases have 








been negotiated in excess of five million dollars, while outright sales of 
machine tools resulting from lease advertising are probably several times 
that amount. This latter figure is the really amazing accomplishment, 
because it could hardly have been anticipated in a declining market. 


Because lease advertising inquiries emanated largely from top 
management sources, the salesman found himself talking with presidents, 
vice-presidents and financial men - the men who make the decisions for 
major purchases - in addition to shop supervisory personnel who are his 
normal audience. : 


One question which is always asked is, how will the liberalized 
depreciation policies in the 1954 Internal Revenue Act affect leasing? 
While it is true that under "declining balance” and "sum -of-the-digits” 
computations approximately two-thirds of the cost of a new asset can be 
recovered in the first half of the estimated useful life, the advantages 
of the new depreciation methods are pronounced only where the assets 
have a short estimated useful life. An allowance of twice the straight- 
line rate, where the life of the asset is extremely long, will not permit 
recovery of a substantial amount of the investment over the early years. 


More realistic depreciation policies for industry in general have 
been a need for some time now. The machine tool industry would be 
the last to deny this fact. How much benefit, however, will a more 
realistic depreciation policy be to a company with limited working 
capital? Increased costs, increased taxes, and reduced purchasing 
power have combined to make replacement of present facilities a night- 
mare for even the large companies. Now that industry has been placed 
on a "pay-as-you-go" plan of tax collecting, the working capital problem 
will be even more vital. In such circumstances, leasing is a welcome 
answer to the problem of working capital. 


Many of our customers have asked about the effect on our Tool- 
Lease program of the Internal Revenue Service Rulings (Rev. Rul. 55- 
540, 541 and 542), dealing with the federal income tax treatment of 
leases of equipment used in the trade or business of the lessee. 


The rulings recognized that the presence or absence of a purchase 
option provision in a lease is not determinative of its true character. 
A true lease may contain a purchase option. Where a true lease does 
contain a purchase option, the proper option price is the anticipated fair 
market value on the option date. As pointed out in our Tool-Lease 
brochure, this is exactly how the Kearney and Trecker Tool-Lease 
purchase option prices were determined. In addition toa general dis- 
cussion of lease programs, the Revenue Rulings propounded a number 
of specific hypothetical lease transactions and discussed their tax 
consequences. 


One logical question which a cost-conscious management always 
asks is, ‘Which is cheaper, the leasing or purchase of capital equip- 
ment?" Here we must ask exactly what is meant by "cheaper." Rising 
labor costs have forced business to recognize the importance of modern 
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equipment in its attempts to remain competitive. Even though a machine 
is in perfect physical condition, it may have become obsolete. Industry 
is thus faced with the problem not of shall it obtain new equipment, but 
of how can it obtain its new equipment. Where a company has limited 
working capital, it would certainly seem short-sighted not to realize a 
substantial profit through rental of new equipment merely because the 
company felt it could realize more profit if it could afford to purchase 
the equipment. 





Where a company has available capital - if the profit to be made 
on the acquisition of the capital equipment is greater than that which 
could be realized on the employment of the capital - then it should surely 
purchase the equipment. If, however, the return on capital is greater 
than that which could be realized by purchasing an asset, sound business 
practice would seem to suggest leasing the equipment. 


Therefore, when someone asks if it is better to lease or to pur- 
chase, all the facts must be weighed before an intelligent answer can 
be given. The problem ceases to be purely hypothetical; it reduces 
itself to hard, cold reality that must be decided solely by the customer. 


The really important savings are not to be realized through com - 
parisons between the ultimate cost of equipment purchased as compared 
with equipment leased. The major savings are to be realized by re- 
placing technologically outmoded equipment with modern tools, regardless 
of how their use is obtained. Outright purchase offers as an inducement 
the lowest over-all cost, but it requires the largest immediate cash 
outlay and the machine cannot be returned when not needed. Purchases 
on time payments offer the same cost preference as outright purchase 
except for the financing charges,but again the machine cannot be returned 
when not needed. Leasing offers the lowest immediate cash requirement 
and the machine can be returned when not in use, but of course the 
lessee acquires no equity in the machine unless he exercises the pur- 
chase option rights under his particular lease plan. 


It is perfectly obvious that Kearney and Trecker's Tool-Lease plan 
was formulated for the express purpose of placing more of our machines 
at work in industry. If is our feeling, however, that Tool-Lease has 
and will increasingly continue to have far reaching effects on the economy 
as a whole, by infusing working capital into an economy for its better- 
ment and advancement and by serving a specific need in a most highly 
competitive industrial world. 
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A SURVEY OF ADVERTISING PEOPLE 
IN MILWAUKEE, WISCONSIN 


Richard McGarrity 


EDITOR'S NOTE: This article is based on the results of a survey of 
415 advertising men and women employed in the Milwaukee Metropolitan 
Area. This study was made under the direction of Professor C. Brooks 
Smeeton of the Department of Marketing, and was undertaken as a thesis 
project in partial fulfillment of the requirements fora Master's Degree in 
Business Administration from Marquette University. The thesis was 
finished in April 1959. The complete study, containing 97 pages and 
52 detailed tables showing the breakdown of the various aspects of the 
problem discussed in this article, is being published by the Bureau of 
Business and Economic Research of Marquette University, and is now 
available at $2.00 a copy. 





The most desirable educational pattern for a person intent on 
entering the advertising profession is a most controversial issue, and 
a current one. This is true not only within the industry, but also within 
the universities. The extremes of the debate are represented by those 
who favor a strictly Liberal Arts education as opposed to those who cast 
their vote in favor of a specialized or vocational type of program. 


The author personally feels that a broad liberal arts education is best 
especially at the undergraduate level, as the proper preparation for 
advertising - or for a career in most other areas of business, for that 
matter. It is not the purpose here, however, to take a position or to 
attempt to resolve the issue, if indeed it can or even will be resolved. 
Rather, the purpose is to point out the problem involved and to show 
that it is a very real one which must be faced, or at least should be 
faced, both by educators and by people in the business world. 


A search of the literature quickly reveals that published articles 
on the subject of education for advertising are almost exclusively based 
on the opinions of one or a few individuals. To a great extent, the weight 
of the statements depends upon the general reputation of the persons 
giving them. It is self-evident that industry can and does have an effect 
on what colleges recommend and offer to their students. Industry, after 
all, is in the position to shift demand factors from one curriculum to 
another by its prerogatives of employee selection and salary offerings. 
This controlling force is not complete, of course, but it is nonetheless 
a force to be reckoned with. 








While it is readily granted that the opinions of a few advertising 
practitioners in high positions are worthy of consideration, still the 
question may be raised whether they represent the feelings of the industry 
in general concerning the proper education for advertising. It was felt, 
therefore, that there would be value in obtaining the views and opinions 
of advertising people themselves in all types and levels of positions. In 
such a collection of information, the over-all industry position on the 
matter could be more firmly established. It was with this expectation 
in mind that this particular study was made. 


Quite naturally, when education for advertising is being discussed 
it is not possible to exclude from consideration such things as training 
and experience, for they are intimately connected with the over-all 
preparation needed to enter the profession. Consequently, these and 
other related items are included in the study. In order that proper 
evaluations may be made, it is also important to know just who is 
expressing particular opinions and from what vantage point he may be 
speaking. Therefore, the general background of Milwaukee's advertising 
people was obtained, and relevant factors have been correlated with the 
opinions which are expressed. 


It was found that the advertising men and women of Milwaukee have 
travelled a multitude of paths into the profession. Probably the best word 
to describe their background is "variety," for the study clearly shows 
that their experiences, education and other background factors form a 
most complex pattern. The study does reveal, however, certain pre- 
dominating factors. 


The advertising profession in Milwaukee is made up of relatively 
young people. The largest single grouping was found to be between 31 
and 35, with the median age for the men being 39; the women were found 
to be some four years younger than the men, with a median age of 35. 


While the people were relatively young, their incomes were com- 
paratively high, at least for the male sample members, who reported an 
average income of $10,000 to $15,000 a year. The women were far below 
this level, reporting a median income of $5, 000 to $7,000 and a modal in- 
come range of $3,000 to $5,000. 


Advertising people in the communications fields, which include 
newspapers and radio and television, do not fare nearly as well as those 
working for other types of firms; and of these two, newspapers are by 
far the lower paying. On the other end of the scale, the study shows that 
on the average the highest salaries are paid to advertisingemployees by 
printers and lithographers, who lead all other types of employers repre- 
sented in the survey. 


As might be expected, the college graduates draw higher salaries 
than people without such an education. The spread, however, was actually 
very small and was almost negligible between trade school-trained and 
college-trained individuals. 


In general, advertising people in Milwaukee are given a high degree 
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of independence in their work, and are expected to be well-rounded in 
their knowledge of all advertising functions. About half of the entire 
sample group indicated that they report directly to Top Management, 
which includes only Presidents and Vice-Presidents, and nearly three 
quarters of them to the Advertising Manager, the Sales (or Marketing) 
Manager, or above. This tendency to report to the high officials would 
indicate that a great deal of responsibility is placed on the individuals. 


With few exceptions and regardless of the position held, the sample 
of the members of the profession feel that their work requires a wide 
interest in most advertising functions. While it would be expected that 
most of the individuals tend to concentrate their efforts on the perform- 
ance of their specific duties, still they must understand how their own 
functions affect and are affected by the total operation. The inference 
may be drawn that the actual position title of any particular individual 
may not necessarily be too informative without an identification of his 
actual duties and responsibilities. It would be expected, of course, that 
there is a greater division of labor in the larger agencies and firms 
but, since no information of size was obtained in this study, this fact 
cannot be established here. 


Milwaukee's advertising people are well educated. The survey shows 
that nearly all of the sample members took some special training after 
finishing high school and that 80 per cent of them went to college. It is, 
of course, not surprising that such persons as the artists, with their 
special talents, tended to continue their education ata specialized trade 
or vocational school. The men in the sample group are better educated 
than the women. While both sexes showed the same tendency to enter 
college, 67 per cent of the male members remained three years or more 
while the corresponding percentage for the women was 49. 


No one college curriculum could be considered typical for the 
sample group, because nearly equal numbers had followed Liberal Arts 
and Journalism courses while a sizable number’ had taken Business 
Administration or Commerce. Together, these three curricula totalled 
over 80 per cent of the curricula indicated by the sample. Of all the 
other programs, Engineering was listed most often. This would seem 
to be a concrete expression of the generally industrial character of a 
large part of the advertising work done in Milwaukee. 


The categorization of the college educational background of the 
respondents into these curricula patterns would seem to allow for a 
fairly clear picture, but examination of the major and minor areas of 
study reveals considerable variation. While Journalism, English, and 
Advertising were found to be the most common major subjects, they 
included only about one half of the majors taken. English and History 
or Political Science were the most common minor subjects listed, but 
they included only about 29 per cent of the total subjects taken as minors. 


Little correlation was found between the positions held by the 


respondents and their level of education or their type of educational 
background. It would appear that individual ability and ambition have 
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been factors which were as important as higher formal education in 
determining the success of advertising people. This has undoubtedly 
been true of all business, at least in the past, but such a finding in no way 
indicates that the future will be the same; _ rather, even today, indications 
point to the fact that a formal education, at least to the level of a 
Bachelor's Degree, is becoming ever more necessary to attain success 
throughout the world of business, which includes advertising. 


College work beyond the undergraduate level seems to be of only 
slight significance in the educational background of Milwaukee's adver- 
tising people. Only 6 per cent of the sample hold degrees of an advanced 
academic nature. Nearly half of the people who did attend graduate 
school followed an Advertising or Business Administration program of 
studies, while the remainder followed programs which were only remotely 
connected with advertising work. 


This study emphasizes the usefulness of a college education, at 
least in the opinion of the advertising people in Milwaukee. Nearly all 
of the respondents who had attended college claimed that their education 
was of at least some value to them in their work, and 62 per cent 
claimed that it helped them greatly. 


It is interesting to note that those who followed an Engineering 
or Science curriculum were above average in considering the value of 
their education for their work. This may be due to the fact that these 
particular respondents fill positions which require a certain amount of 
technical knowledge and, therefore, they find themselves using their 
formal educational training more directly than do others. On the other 
hand, individuals who had taken Education and Speech curricula were 
below the group average in attributing any value to their education in 
relation to their work. 


The majority of Milwaukee's advertising men and women had not 
planned on entering the field while they were in school; in fact, most of 
them did not enter directly from school, but rather went into some other 
kind of work and switched later. The study reveals that, on the average, 
three years were spent in some type of work other than advertising and 
that this other kind of work was nearly everything imaginable. For the 
men, the most commonly mentioned experience was in sales; for the 
women, most of their previous work experience was clerical or secre- 
tarial, although a large number of them had done sales work of some 
kind, also. It is interesting to note that, despite the great variety of 
work experiences and the seeming lack of connection between most of 
this work and advertising, most of the respondents maintained that their 
experience was helpful to them, with sales being considered the most 
worthwhile. 


A total of 41 per cent of the sample group claimed that they had 
planned to enter advertising before starting in active business, and there 
was a similar percentage of those who did go directly into advertising 
work. It would appear that these people have tended to be somewhat 
more successful in the industry, for the higher ratio of those who planned 
to enter was found among those in higher positions. This, of course, is 
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true only as a generalization, since exceptions can be found especially 
among the artists. These latter show the largest percentage of all posi- 
tion groups making early plans to enter advertising work. The Sales (or 
Marketing) Managers are at the other extreme, with most of them saying 
that they "just happened" to find themselves in their work. 


Formal company training programs have been of minor significance 
in teaching novices the methods and skills involved in advertising. Only 
about one fifth of all the respondents claimed that they had received any 
formal training from their companies, and most of these were given less 
than six months of such training. It was also found that, even today, 
little importance is being placed on training programs for newemployees 
in the Milwaukee area. The newspaper firms are a notable exception 
to this general finding. 


It is worth mentioning that, of the people who had gone through a 
company training program, about 70 per cent felt that ithad helped them 
greatly and nearly all said that it was of at least some help to them. 
It would appear that there is opportunity here for some real thinking - 
or possibly rethinking - by company officials interested in making their 
employees as effective as possible, as soon as possible. 


An evaluation of their career patterns by the respondents themselves 
showed that less than half felt that they had followed the best pattern of 
training and education for advertising work. The changes that they would 
make, had they the opportunity, were mostly concerned with education. 
Those who had not attended or graduated from college generally replied 
that they would complete a Bachelor's Degree. The next most commonly 
listed change was the desire to take more advertising and more general 
business courses. 


In relation to specific courses taken in college, those people who 
had studied either Engineering or Science were above the average for the 
group as a whole in claiming that they had not followed the best pattern. 
This seems contradictory to earlier statements in which these two groups 
were above the average in claiming that their education was of value in 
their work. A possible explanation of this contradiction might be the 
assumption that these curricula are helpful in certain specific positions 
but they are not considered advisable in terms of general success in the 
profession. 


It is interesting to note that the respondents who had followed an 
Education curriculum were unanimous in claiming that this was not the 
best pattern of career training for advertising. This fact confirms the 
opinions given in answer to the request that they indicate the value which 
they would attribute to their education in preparation for their work, and 
the generally low rating given the Education curriculum. 


To complete the profile, Milwaukee's advertising people were asked 
to reveal their reading habits and their outside interests. Advertising 
Age and Printer's Ink are the periodicals which are most widely read 
by the sample group, with the former being the most popular by a 
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considerable margin. The list included periodicals of many kinds and 
types, of which most people regularly read at least one and in many 
cases more than one. When it comes to books, however, the situation 
is vastly different. Only 30 per cent of the sample group stated that, 
within the past two years, they had read a book on advertising which 
was of value to them in their work. The conclusion here must be that, 
for the most part, either the books that they have read have been poor 
or - and this is perhaps more likely - that most of the respondents have 
not read any books in their field. 


The outside interests listed by the sample group were varied and 
extensive. The men listed sports, both participating and non-participating, 
as their most common interest, while special hobbies and church activities 
followed in that order. The interests of the women were somewhat 
different from those of the men. They placed special hobbies as most 
important to them as a group, while civic activities and participating 
sports shared rank as second choice. Interestin church activities was 
found to be surprisingly low, falling far below the interest of the men 
in this aspect of society. Strangely enough, apparently neither the men 
nor the women are interested in political activities to any extent; there 
was likewise no strong participation in business clubs indicated by the 
group. 


With this background information about Milwaukee's advertising 
people, we can now turn to some of their opinions and views on modern 
education as it may be expected to prepare students for a career in the 
field. 


The fact that the sample group is strongly in favor of a college 
degree was brought out previously in the discussion of their own back- 
grounds. This is further substantiated by their hiring preference, which 
was found to favor the college-trained applicant, although no strong 
preference between the Liberal Arts graduate and the Business Admi- 
nistration graduate can be ascertained or concluded; rather, it was found 
that the choice between these two curricula was primarily dependent on 
the actual educational background of the particular respondent. Those 
who had followed a Liberal Arts program themselves were the strongest 
advocates of hiring applicants with the same training; the Business or 
Commerce graduates were more strongly in favor of applicants with a 
Business Administration training. Although it was not determined directly 
it can reasonably be assumed that students of Journalism would look 
more favorably on their own particular curriculum. 


Little preference was indicated for persons who hold a Master's 
Degree. Apparently such an academic achievement is considered of 
only minor importance for a person who is entering the advertising 
profession. As a point of interest, it was found that the college-trained 
respondents who had followed either a Liberal Arts or an Education 
curriculum showed the greatest interest in people who hold a Master's 
Degree. 


The question of whether or not colleges should offer a sufficient 
specialization in the field to grant a specific degree in advertising has 
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been widely debated, and the problem actually goes to the very core of 
this study. It was found that Milwaukee's advertising peopleare divided 
on this question, in some part no doubt the result of the educational 
backgrounds of the respondents themselves. In reality, slightly over 
half of the members of the total sample group expressed themselves as 
favoring a special degree in advertising. Analysis reveals, however, 
that the strongest proponents were those with college backgrounds in 
Business or Commerce, Education, or Science; those who had taken 
Engineering or Liberal Arts tended to oppose the idea. 


Extensive findings were obtained on the relative value of different 
college subjects to be taken in addition to the basic college course 
requirements. The sample members were almost all agreed on the six 
most important subjects: Advertising, English, Marketing, Salesmanship, 
Psychology and Journalism. It was found that the relative order of the 
importance of these subjects was dependent to a large extent on the 
educational backgrounds of the respondents, and also on their opinions 
regarding the desirability of a special advertising degree. For this 
reason, it is difficult to rank these courses according to their own 
relative importance. Suffice it to say that, of the six, English and 
Advertising were considered the most important. 


Of the more commonly offered college advertising courses, Prin- 
ciples of Advertising and Copy Writing were rated as the most useful 
by the sample group, although all the advertising courses listed for 
evaluation on the questionnaire were considered desirable. These courses 
included Advertising Campaigns, Layout, Advertising Media, Advertising 
Research, and Typography, with the latter being favored least. Courses 
in Production and Graphic Arts were suggested as worthwhile additions. 


It was interesting to find that most of Milwaukee's advertising people 
considered college extra-curricular activities to be of considerable value 
for students who are contemplating a career in the field. Most important 
were campus publications and debating, both of which should train the 
student in the art of communications. 


The value of sales experience, as brought out in the investigation 
into the careers of Milwaukee's advertising people, was further empha- 
sized by their advice that students obtain some sales experience before 
entering advertising work. The largest number of respondents recom - 
mended that the student acquire this while still in school. This was 
considered even more important than actual experience in advertising 
itself, although both were urged as being desirable for a student. 


Upon graduation, the student is strongly advised to enter advertising 
work directly. Sales experience for those who have not previously had 
any, however, is recommended even after graduation. 


Internship plans for college students interested in advertising as 
a career are almost unheard of, or at least are not offered here in 
Milwaukee. Yet this study shows that 82 per cent of the respondents 
feel that such a plan would be worthwhile and 60 per cent of those in 
favor were of the opinion that the plan should be worked out on an all- 
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year basis. This finding would indicate that internship plans might well 
be seriously considered or investigated both by the advertising industry 
and by colleges. This extremely favorable opinion of so many respondents 
would indicate that the primary requirements for the inauguration of a 
workable internship plan are a sympathetic and cooperative attitude and 
a willingness to provide the necessary implementation. 


The advertising industry in Milwaukee has been predominantly a 
man's world and apparently will remain so in the future. There is 
certainly a place for women in the profession, but their opportunities 
seem quite limited. When asked which sex they would prefer to hire, 
given applicants of equal qualifications, only 27 per cent of the male 
respondents claimed that they would have no particular preference between 
men and women. The remainder of this male group stated emphatically 
that they would give preference to the male applicant. As might be 
expected, the women respondents were much more liberal-minded on 
this issue. More than three fourths of them stated that they would have 
no preference and that both male and female employees were considered 
equally desirable. 


The abilities or attributes most commonly deemed necessary for 
persons in advertising are a creative imagination, the ability to get along 
well with other people, and a sincere interest in and understanding of 
people generally. Students who are contemplating an advertising career 
might do well to evaluate themselves on these characteristics; should a 
lack be apparent, then it would seem desirable for them either to re- 
consider their career intentions or to attempt to acquire or stimulate 
these characteristics within themselves. 


It should be obvious that advertising people, as indeed all business 
people, are a complexcomposite of manyfactors. Personality is perhaps 
somewhat more important in a field such as advertising,with its inevitable 
impact on other people. The extent to which an individual can be molded 
for a specific career pattern is still highly questionable; this survey 
would seem to indicate, however, that young people aspiring to careers 
in advertising can be greatly assisted by careful guidance through the 
many courses and curricula offered by colleges and universities. Both 
educators and employers may find it helpful to compare their demands 
and expectations in the light of the opinions expressed by a large per- 
centage of the advertising people in Milwaukee, a city which ranks as 
twelfth largest in advertising agency billings annually and in which the 
graphic arts industry ranks third in size and importance. 


37 








THE LITERATURE OF BUSINESS 
Field of General Susiness 


REVIEWS 


Real Estate Principles and Practices, by Preston Martin, The Macmillan 
Company, 1959, 434 pages. -- William TenHaken, Associate Professor. 





One of the more recent additions to the fast-growing bibliography 
of real estate literature is this publication authored by an Associate 
Professor of Real Estate and Finance at the University of Southern Cali- 
fornia. This book is not just another stereotyped dissertation on the 
underlying principles and prevalent practices encountered in the real 
estate business, the most basic of all present forms of business enter- 
prise. The slogan, "Under All, the Land," serves asa pointed reminder 
of the fundamental importance of the "land" factor in alleconomic acti- 
vities, especially in commerce and industry. 


In the first two chapters is embodied an analysis ofthe community 
as a whole, "community" referring to any group of people living in a 
limited land area, together with an explanation of the various factors 
which determine land-use patterns. The next three chapters are con- 
cerned with subdividing (the manufacture of urban land), development of 
urban land by the construction industry, and integrated development. 
Chapters 6, 7, 8, and 9 deal with the system of private property, the 
transfer of private property interests, real estate brokerage, and the 
legal aspects of real estate borrowing instruments. Three chapters are 
then devoted to real estate financing, under the headings: sources of 
mortgage funds, technical aspects of mortgage investment, and the mort- 
gage market. Real estate value, considered by many as the most 
important facet of the entire real estate business, is treated in Chapter 
13, followed by a rather exhaustive, if not exhausting, explanation of 
appraisal techniques in Chapter 14, The more prominent government 
agencies, whose activities have been interjected into the area of housing 
in recent years, are analyzed in the four succeeding chapters, under the 
headings: federal housing and land policy, Veterans'Administration pro- 
grams, secondary markets for mortgages, and residential income pro- 
perty. Chapter 19, entitled "Other Investment Properties," deals with 
the income potentialities of the hotel, the motel, and the office building, 
in their various aspects. Urban blight is the subject of Chapter 20, 
while the business cycle in real estate is described and explained in 
Chapter 21. 


This volume is exceptionally readable, for the most part, and is 


unique in the freshness of the approach which the author hasemployed 
throughout. 
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Statistics as Applied to Economics and Business, by Robert H. Wessel 
and Edward R. Willett, Henry Holt and Company, 1959, 321 pages. --- 
Elam E. McElroy, Associate Professor. 





Elementary statistical methods and concepts are explained in the 
book by a highly non-mathematical and non-symbolic approach. Any 
executive who desires to reviewsome particular subject such as sampling, 
index numbers, and time series analysis will find this book useful. It 
is particularly good in explaining sampling theory in a non-technical 
manner. Problems illustrating the practical use of sampling theory are 
realistic. They are related both to business and statistical quality con- 
trol. This text is also better than most in its discussion of proper rules 
and guides for constructing questionnaires which are wed in surveys. 


In the chapter on the construction of statistical charts, the authors 
uniquely show their charts in color. The colors they use are rather 
effective despite the general rule that colors distract from the messages 
that charts should convey. The material on time series and correlation 
analysis does not go beyond that which would ordinarily be taught in a 
first course in business statistics. Appropriate tables for determin- 
ing logarithms, squares, square roots, reciprocals and areas under 
the normal curve are presented as aids in the solution of problems. 


This book is recommended for busy people who have once studied 
statistical methods but who now need a quick review of the subject. 


Business Research Basic Principles and Techniques by Vernon T. Clover, 
Rodgers Litho., Inc., Lubbock, Texas, 1959, 394 pages. --- Norman 
Kaye, Associate Professor. 





The growing need of meaningful business research no doubt prompted 
the author to write this introductory text. The book covers an exhaustive 
list of basic research tools with a strict discipline. Clover insists on 
objectivity of purpose and rigidity of procedure throughout the entire 
research undertaking. This is evident from the introduction of the 
“scientific method" through the culmination of research in a business 
report. No compromise is made with any fundamental of good research, 


The early chapters of the book lay down an understanding of what 
research is and how to apply it in the business field. This sound intro- 
duction is constantly kept before the mind of the reader throughout the 
remaining parts of the text. The purpose, objectives and organization 
of research are thus uniquely interwoven and properly emphasized as an 
integral part of procedure. The usual research tools of questionnaires, 
personal interviews, observation surveys, experimentation and others are 
thoroughly explained. A pseudo - appendix, including such topics as 
sampling, tabulation, statistical techniques and report writing, close the 
presentation. The exact role of this book in the business area is most 
aptly expressed by the author himself: 
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A graduate student who has not had a course in research 
methods should find this text to be a useful guide to correct 
research procedures. In addition, although the material would 
be too elementary for a full time professional researcher, it 
would be helpful as a textbook for persons who are being 
trained in established research divisions or agencies. 


Obviously the author classifies the book into a primer level. Yet 
persons interested in a more advanced development will find an excellent 
bibliography following each topical chapter to be of great value. 


Mathematics in Business, by Lloyd L. Lowenstein, John Wiley & Sons, 
Inc., 1958, 364 pages. --- George Knick, Professor. 





An outstanding quality of Professor Lowenstein's book is that he 
states the objective of the book in the preface and then follows the stated 
objective. Another good feature is that "the text is unified," that is, 
basic fundamental are discussed in the first chapters and are then applied 
in later chapters. Likewise, topics discussed in one chapter are re- 
ferred to again in later chapters. Books of this type are often ''section- 
alized. "" When used as a text the student studies one section, is tested 
on one section at a time, and having been tested considers the section a 
completed unit which can then be safely forgotten. Professor Lowenstein 
avoids this fault. He has done a good job of unification. 


The first sixty pages in this text are devoted to rather simple 
arithmetic. The next forty pages are devoted to a review of elementary 
algebra. In some circumstances it might be felt that the long review 
of arithmetic is tedious and that the abridged review of algebra is in- 
adequate. Pages 100 to 198 are devoted to a relatively simple discussion of 
topics from commerical arithmetic such as percentages, simple interest 
and simple discount, bank discount, profit and loss, averages. The 
next 78 pages are devoted to compound interest, annuities and their 
application to business problems. The last 23 pages of text material 
are Appendix A and Appendix B. The first of these sections contain 
an explanation of logarithms, the second section gives a brief explana- 
tion of the binomial theorem. 


It is the reviewer'sopinion that the material presented after the 
arithmetic and algebra review chapters must be judged in conformity 
with the author's objective. It is the author's objective to present 
material that will give a student a "firm foundation" in a rather wide 
range of business topics. The material presented is, without doubt, 
foundation material. Whether or not the adjective is wholly appropriate 
would have to be left to the judgment of the individual instructor who 
uses the text in his classes. 


Professor Lowenstein has assuredly achieved his objective in pre- 
senting well graded and well chosen problems through out the text. 
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MANAGEMENT CENTER 
MARQUETTE UNIVERSITY 


The Management Center was formed in 1953 with the objective of 
assisting business, industry and government in their supervisory and 
management development activities and to provide basic training leading 
towards the building of "professional managers."' Through its programs, 
the Center serves: 


Those people who are new to a particular field and want or need 
basic theory and fundamental principles; 

Those people who are now practicing but who want or need advanced 
principles, theory and application; 

Those people who wish to master a particular segment of manage- 
ment theory and practice. 


January 9 
January 19-21 
January 22 
January 25-29 
January 30 
February 3-4 


February 16-18 
February 20 
February 25-26 
February 29 


March 1 
March 2-3 


March 30-Apr. 1 
April 4-8 

April 9 

April 20-21 
April 23 

April 26-27 
April 28-29 
May 4-5-6 

May 7 

May 10-12 
May 11-12-13 
May 21 

June 6-10, 13-17 


Schedule For January to June 1960 





Understanding People (also March 5) 

Human Relations 

Writing Better Business Reports 

Job Evaluation Using the Basic Abilities System 

Supervisory Skills 

How to Install a Supervisory Development Reading 
Program 

Basic Supervision 

Communications 

Sampling Techniques 

Human Relations Series (Mondays); also March 14, 
March 28. 

Basic Supervision Series (Tuesdays); also March 15, 
March 29. 

How to Design and Install an Employee Evaluation 
System. 

Creative Use of Personnel Records 

Time Study and Work Measurement 

Supervisory Skills 

Activities of Boards of Directors 

Training Employees 

How to Conduct an Attitude (Morale) Survey 

Legal Aspects of Doing Business Abroad 

How to Counsel on Employee 

Changing Behavior 

Workshop on Training 

Labor Relations 

Understanding Yourself 

Linear Programming (Basic Program), (Adv. Program) 


Further information can be obtained by writing the Management Center, 
College of Business Administration, Marquette University, or by calling 
DI vision 4-1000, Extension 330. 
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